HEARI NG OF THE SENATE SELECT COWM TTEE ON | NTELLI GENCE
PROGRESS ON | NTELLI GENCE REFORM

W TNESSES:

Anmbassador Patrick Kennedy, Deputy Director of National Intelligence for
Managenent ;

M's. Mary Margaret Graham Deputy Director of National Intelligence for
Col I ecti on;

Dr. Thomas Fingar, Deputy Director of National Intelligence for Analysis &
Chai rman, National Intelligence Council;

Maj. Gen. Dale Meyerrose (Ret.), Associate Director of National Intelligence
& Chief Information Oficer;

M. Mark Ewi ng, Principal Assistant Deputy Director of National Intelligence
for Custoner CQutcones (Requirenents);

Ms. Susan Rei ngol d, Deputy Program Manager for the Information Sharing
Envi ronnent .

CHAI RED BY: SENATOR JOHN D. ROCKEFELLER IV (D W)
LOCATI ON: 216 HART SENATE OFFI CE BUI LDI NG WASHI NGTQON, D. C.

TIME: 2:30 P.M EST
DATE: TUESDAY, JANUARY 23, 2007

SENATOR JOHN D. ROCKEFELLER (D- W) : Ladi es and gentl enen, thank you
very nmuch, and the absence of all but the two nost distingui shed nmenbers of
the commttee should not deter you. It's sinply that we have, in the ways of
the Senate, a vote at 2:45, and Kit Bond has graciously agreed to wait
there, so when | go down to vote, he will come back and we will be, as they
say, seamess. So be tolerant of the institution to which you are speaki ng.

SENATOR JOHN WARNER (R-VA): (OFf mike.)

SEN. ROCKEFELLER  Huh?

SEN. WARNER: Wi ch side of this seat am| on?

SEN. ROCKEFELLER: (Chuckles.) No, you're the distinguished part.
SEN. WARNER  (Off mike.)

SEN. ROCKEFELLER: Just over three — |I'I|l give ny statenent, okay, and
then I'Il go and — no, Senator Bond will do it when he cones back.

Just over two years ago, Congress passed and the President signed the
Intelligence Reformand Terrori sm Prevention Act, which was a big deal for
us. A lot of people had a lot of different ideas. It was finally cobbled
together in the Governnent Affairs Commttee, and | thought it was -- they
did a very, very good job of it — Susan Collins and Joe Lieberman. This was




historic legislation, adopted in response to recomendati ons of the 9/11
Conmi ssion, and influenced in no small neasure by the findings of this
conmittee’s investigation into flawed intelligence in Iraq’ s weapons of nass
destructi on.

The legislation was intended to strengthen the managenent of the U S
Intelligence Comunity by putting in place a Director of Nationa
Intelligence separate fromthe managenent of the Central Intelligence Agency,
who, with enhanced authorities, would bring about a new unity of effort and
pur pose agai nst threats to our national interest and honel and security.

After two years, it is appropriate that the Senate Intelligence
Committee take stock of the inplenmentation of the Intelligence Reform Act.
We need to understand what has been acconplished, what renains to be
acconpl i shed, and what changes to the law are warranted in |ight of the
experience of the past two years. This is an open hearing, and it’s an open
heari ng because it shoul d be.

The central question before us today is whether the prom se of
intelligence reformhas been fully realized. Intelligence is our first line
of defense against threats to our national interest. | can hear those words
com ng out of John Warner’s nouth, and they are. You really can’'t do nuch of
anyt hing these days without the right intelligence. And as the comittee’'s
wor | dwi de threat hearing on January 11'" made very plain, the threats we face
now as a nation are serious, persistent and conpl ex and grow ng.

Today, we are focusing on the Ofice of the Director of Nationa
Intelligence itself, and an exam nation of the consolidated budget and
personnel authorities we vested in the director position. On Thursday we
will hold a second, |ow and behol d, open hearing devoted to the exam nation
of the inplenmentation and reforns at the Federal Bureau of Investigation and
t he Departnent of Honel and Security.

In addition, the admi nistration witnesses today, we will on Thursday
receive testinony from outside experts and exam ne whet her we have nade
progress since 9/11 in strengthening our donestic security prograns and then
sharing information with state and | ocal |aw enforcenent and security
of ficials.

Whi | e Anrbassador Negroponte is unable to appear, understandably, at
today’'s hearing, | look forward to hearing fromour w tnesses — senior
officers all — with long careers in public service who have been personally
responsi bl e for the devel oping and carrying out of DNI initiatives in the
areas of collection, analysis, information sharing and nanagenent.

| believe it is fair to say that the committee recogni zes the
i mpl ementation of the Intelligence ReformAct, and reformin general, is a
work in progress. After that short anobunt of tine, how could it be anything
el se than that, taking place during the wars in Iraq and Afghanistan with a
mul ti-menu of threats from el sewhere, and the continued gl obal efforts
agai nst al -Qaeda and other terrorist threats. Yet, even as sone reforns may
take years to cone to fruition, we will be asking our wi tnesses to address
whet her the pace of reformreflects the urgency with which we were called to
action two years ago

We al so acknowl edge that the Congress and the President did not give
the DNI nmonolithic powers, or place themin charge of an intelligence



departnment, but we will explore whether the DNI has used the powers assigned
to the office as vigorously as the law allows, and if not, why not? As |
say, we are prepared to | ook at everything and to act wisely. That was,
after all, a bill that cane out rather quickly. W’re not a font of w sdom
in the Congress about all matters that are going to confront us, and
therefore we need to be open to your ideas and our ideas of what could nmake
it better.

In addition, while progress has been nade to devel op strategies and set
uniformintelligence standards, there is a concern on the conmttee that
t hese high-1evel efforts have not yet nade a difference at the agency or
field level. W will want to identify what obstacles exist to achieving
reform and how best to fix them

Finally, the fiscal 2008 budget that is about to come up to Congress
will be the first that the Director of National Intelligence has had a chance
to build fromscratch. W |ook forward to hearing fromour w tnesses and how
the director’s office carried out the budget fornulation process, and what
ways the end products reflect his priorities. | do not now turn to Chairnan
Bond for any statenment he woul d care to nake, because |’mgoing to go down
and vote. And John Warner, the distinguished former chair, and only nost
recently ranki ng menber of the Arnmed Services Conmittee, and Diane Feinstein
who is on all comittees involved in all nmatters, may have things they w sh

to say. And if they wish to, they are free to do so. | will depart.
SENATOR JOHN WARNER (R-VA): | would like to avail nyself of this
opportunity to propound sone questions. But first off, | want to thank each

of you for your extraordinary public service. You |labor quietly without,
hopeful l y, as much spotlight as you can possibly avoid, and | think do a very
ef fective job.

I’ ve known Anbassador Negroponte for many years. W’ ve been persona

friends and col |l eagues in the professional world. | think he's done an
extraordinarily fine job, and while |’ m pleased that he's going to take on
this post at the State Departnent, | do wish he’d had a little |longer to sort

of lay a firmer foundation which he has started, but | guess as yet has not
conpl et ed.

I"d like to ask the follow ng questions. | was intrigued over the
Sunday tal k shows when Speaker G ngrich got up and —

SEN. ROCKEFELLER: Senator, if | could be so rude, would it be possible
to save questions until after the statements have been given, and
particularly after -

SEN. WARNER:  Well, | didn't know we were all naking statenents. |
t hought the Chairman and the ranking nade t hem —

SEN. ROCKEFELLER: That's all. That's all, but then because you two
are here, | thought it would be fine to have you make statenents. But |

t hi nk questions ought to be reserved until the entire conmttee can hear
t hem

SEN. WARNER: Wl then, M. Chairman, 1'Il just have to submt these
questions for the record.

SEN. ROCKEFELLER: No, no. Onh, you can't stay?



SEN. WARNER No, | cannot stay, regrettably. So, I'll do whatever the
chair wi shes, but it seens to ne -

SEN. ROCKEFELLER  Well, why don’t you read them — why don’t you read
theminto the record so they can be thinking about then?

SEN. WARNER: (Sighs.) Well, that’'s a —in ny 29 years, a new first,
but here we go.

Speaker G ngrich said that he felt that perhaps the progress thus far
of your organization had achi eved but 10 percent. The record will show
accurately what he said. He further stated that the intelligence reform nust
be centered on the performance netrics that should be used to define success.
So ny question to you is, when the office of DNI began the process of reform
two years ago, what netrics or benchmarks did or did you not establish as
markers of success or failure to reach your goal s?

Has the ODNI identified benchmarks that nust be achi eved by individua
intelligence agencies? |If so, what are those benchmarks in the areas of
HUM NT and SI A NT and anal ysi s?

How far toward achi eving those benchmarks have you cone in these years
in your judgenment? And do the sanme benchmarks remain relevant, or do you
need to adjust for the years ahead?

Now, to the national HUM NT nanager. A key figure of the intelligence
reformbill was the separation of the head of the intelligence conmmittee from
t he managenent of ClIA.  Congress recogni zed the wi sdom of the 9/11 conm ssion
when it said that, quote, “the CIAwll be one anong several clainers for
funds in setting national priorities. The National Intelligence Director
shoul d not be both one of the advocates and the judge of themall.” End
quot e.

This principle would seemto apply to the adjudication of HUM NT
i ssues, and conflicts in the Intelligence Conmunity if the CIA remains both
the nati onal HUM NT manager and one of several HUM NT col |l ectors. M
question, particularly, would be to our distinguished witness, Ms. G aham
What is the division of |abor between your responsibility as Deputy Director
of National Intelligence for Collection and the responsibilities of the
Director of CIA as the national HUM NT nmanager. How are you able to insure
that HUM NT issues, such as information access, are being adjudicated fairly
and in the best interests of the nation, not in the parochial interests of
one agency?

How has the establishment of the national clandestine service, with the
Cl A as national HUM NT nmanager, inproved the collection and sharing of human
intelligence?

Now, to the Intelligence Comunity's support to the President’s Iraq
plan. The ultimate goal of the 9/11 Comm ssion reconmendations, the WD
Commi ssi on reconmendations, and the Intelligence Reformand Terrorism
Prevention Act is to provide the best possible intelligence to policynmakers
so that the President and nenbers of Congress can nake infornmed, foreign
policy and national security decisions. Since the President announced his
Iraq plan early this nonth, that was on the 10'" of January, |’ve taken the
opportunity during numerous briefings and hearings — both at the Wite House



and here in the Congress, and I commend the President for the hard work that
he and his various agencies and departnments put in to devising the plan which
he announced on the 10'" of January.

I respectfully have some differences with that plan. Those differences
were put into the record last night by way of a resolution, which | feel is
not confrontational, but I put it in because the President specifically said
on 10 January, if nenbers of Congress had their ideas, they would be

considered. It’s in the record, exactly what he said.
So the question | have — | believe inportant strides have been nade
towards intelligence reform but it's the Intelligence Community — it’'s

i ncunbent upon the Intelligence Community to provide its best assessnent of
t he Mal aki governnent chances for success under this program It is the
central, core issue, in many respects, of this program And | woul d hope
that we coul d get sone public testinony on that today.

Now | further understand, and | repeatedly advised ny coll eagues at the
Armed Services Conmttee sone four, five or six nmonths ago inits
aut hori zation bill -- specifically requested that the Intelligence Comunity
performa current national estimate, an NIE — National Intelligence Estinmate
— on the situation in lrag. And here we are with the President’s prograns
laid down. W're about to go into a considerable debate, which | think is
i mportant for the nation, and yet this docunment is continuing to be worked
on. And in all probability will cone out after the Congress has finished its
debate and the Congress may or nay not — |'mnot here to predict — vote on
one or nore resolutions without the benefit of having seen that very key
docurnent .

My understanding that it’'s a work in progress and that it possibly wll
be released, in a classified form to the admnistration and to the Congress
in response to the committee on which | once chaired request in the area of
the last week of this nonth, or the first week or so in February. But that’'s
i mportant.

And the last question. In its Decenber 2006 report, the Iraq Study
G oup said that our Intelligence Conmunity does not have a good strategic
understanding of the Iraq insurgency or the role of the mlitias. As our
nati on debates the best strategy to achieve a stable and secure Iraq, the
Irag Study Group’s assertion is of concern to ne. W nust have solid
intelligence, both tactical and strategic, if any plan is to succeed in Iraq.
The ISG that's the Irag Study G oup, reconmended that the DNI devote greater
anal ytic resources to these issues. | wanted to give you an opportunity
today to comment on the Irag Study Group’s assertion here, and |l et the Senate
have the benefit of that response as it is on the verge of these historic
debat es.

Those are ny questions.

SEN. ROCKEFELLER: And Senator Warner, | will conmmt to you that | wll
ask at |east one of those, perhaps nore, and ny first choice would be the
Mal aki one. But | will ask that on your behalf.

SEN. WARNER: All right. The vote is underway, so you best get on your
on to your —

SEN. ROCKEFELLER: |1'd best get on the way.



SENATCR DI ANNE FEINSTEIN (D-CA): If | mght -
SEN. ROCKEFELLER  No questi ons.

SEN. FEINSTEIN. | would, if | could, M. Chairnman, like to make just a
few brief remarks. There are three of us that also sit on Defense
Appropriations — Senator Bond, Senator M kul ski and nyself. Presently,
Intelligence Committee staff have no access to the intelligence budget as it
goes through defense approps. Wat we get is essentially as one-page bl ack
budget. It is really inadequate.

Senator Bond and | have been nmeking a request that we be able to have
our staff have access to the budget. | think it's inportant. | think the
Intelligence committee's views on the budget are relevant. That's one point
| would like to make.

Secondly, | have been very disappointed in the DNI. And not the

i ndividual, but in the exercise of the position. | was one of the very first
to propose |egislation, when Senator G ahamwas chairman of this conmttee,
for a DNI. And the way | envisioned it was one person who would be able to

bring together periodically all of the chiefs of all of the different
departnents and divisions, to really develop a sense of team And as is,
becane so critical and so evident in the Irag NIE, the faultiness of the Iraq
NIE to really take a | ook fromthe top, at the analytical aspects of howthis
intelligence was done, see that the changes were nmade and report regularly to
this commttee.

| have been very disappointed that the DNI has not been really
avail abl e and present and around. And that’'s — |’mjust going to say it -
was certainly not nmy view of what a DNI should be. | happen to believe it
was a mstake to prohibit co-location in the authorization bill, and | wll
seek to change that. | believe to have a DNI out at Bolling nakes no sense.
The DNI should be close to the agencies — able to inter-relate with the
agencies. And | think because there’s not a lot of territorial inperative in
all this right now, we have a new head of service in terns of General Hayden,
General Al exander, General C apper — other things that are happening that we
have the opportunity now to nake sone of those changes. But | don’t think we
can have a DNI that is essentially isolated fromthe day-to-day operations of
the community. Thank you.

SENATOR RON WYDEN (D-OR): As you can all tell, we have a hectic
schedul e, and you are going to have senators com ng back and forth. But
there were two points that | wanted to make before | ran off, and | want to
pi ck up on comments nade by both Senators Warner and Senator Feinstein

| think if you | ook back at NI Es when the administration wants to get
them up here, in 2002, there was a National Intelligence Estimate that was
put together in something like three weeks. |t was done quickly and it was
done before there was a key vote. Wiat is so troubling to all of us nowis
we are not going to get a relevant new National Intelligence Estinate unti
well after the United States Senate casts critically inportant votes. That
is not acceptable. To have the naxi numvalue of the intelligence that is
furnished to us, it has got to be nade available in a tinmely kind of way, and
| have just cited my concern with a specific exanple.



One other point that | hope that the commttee will be able to get into
with you is yesterday the Congressional Quarterly reported that the chiefs of
the C A's Baghdad stations, quote, “presides over hundreds of operatives who
cannot speak the |ocal |anguage or go anywhere. Now | know in an open
session, it is not possible to go into a full-fledged response with respect
to every aspect of an article like this, but | do think that it is critica
that this office lay out for this committee what the various intelligence
agencies are doing to hire people who possess the essential |anguage
capabilities, technol ogy, and key kinds of skills.

And | have heard all about strategic plans and the like, but it doesn't
seem to be happening. And to have the chief of the CIA s Baghdad station say
yesterday to authoritative publications that they don't have people there who
can speak the local |anguage is exceptionally troubling. | mean, that is a
real wakeup call to have soneone |ike the chief of the Cl A Baghdad station
nmake that conment, and we need to know how the DNI is addressing it.

M. Chairman, we are going back and forth so we’'re glad you're here.

SENATOR KIT BOND (R-MD): Thank you very much, Senator Wden.
Sonetines even the best-1laid organi zati on does not work properly. | had
under st ood that Chairman Rockefeller was going to start it off and we were
going to play a tag team | know you haven’'t given your opening statenents,
but for better or for worse, |'mgoing to give an opening statenent, and then
call on our witness who is to give an opening statenent, and then we may get
back into a regular flow because |'’m sure that Chairnan Rockefeller and
others will be back. This is a very inportant hearing. |’ mdelighted that
it has been called for today.

You know, | ooking back on the history of this for a mnute, Congress
passed the National Security Act of 1947 in response to the devastating
attacks on Pearl Harbor, and the nunerous operational issues in Wrld War |1
Wthin a decade, it was apparent that the reformhad not solved the problens,
and Congress passed a series of reforms in the 1947 act in 1958.

Then on the military side, problens in inter-service coordination in
Vietnam the failed Iranian rescue mssion in 1980, and the probl ens that
surfaced in the 1983 operations in Grenada, |ed Congress to enact the 1986
reforms known as Gol dwater-N chols. It took nearly 40 years fromthe
original passage of the National Security Act to adjust its organizing
legislation to facilitate operations to neet the chall enges of the tines.

Unfortunately, we did not apply the same rigorous analysis to the
difficulties within the Intelligence Conmttee during that time period, and
believe there was a fundanmental reason for this. During the Cold War, the
primary responsibility for the ICwas to provide the U S. with strategic
war ni ng agai nst the 70 — agai nst the Soviet Union w th 20,000 nucl ear
war heads. The tragic events of 9/11, conbined with proliferations of weapons
of mass destruction to rogue and perhaps non-state actors has changed this
forever. W just don't have the luxury of 40 years to get it right.

And Anbassador Negroponte spoke recently in a neeting of severa
remai ni ng chal l enges: nore diverse recruitnent in the workforce, increased
foreign | anguage training and education in foreign | anguage, inproved data
col l ection and col | aborati on between anal ysts and connect the collectors, and
continue the inprovenment through conmunity integration



| agree 100 percent, but | would add nore. First is inproved human
intelligence — it doesn’t necessarily mean nore human intelligence, but it
certainly has to be better. The conmttees, Iraq WWD report, as well as the
WWD Conmi ssions report, described the role that poor HUM NT played in the
Iragi intelligence failures — included | ack of collection, over alliance on
liaison, and other country services, |lack of trade craft standards, and | ack
of information sharing.

We have to inprove our HUM NT by bringing in nore people who are able
to fit in and speak the | anguage of target countries. W need to inprove
their cover nechanisns. And we need to have better utilization of commercia
operations. Frankly, | don't believe the establishnment of the Nationa
Cl andestine Service has sol ved these problens. The sharing of source
information has only marginally inproved, it appears to us, and largely only
to those anal ysts who work for the Cl A

Testinony that we have received from Nati onal C andestine Service
of ficer suggest there is no intent to expand access to certain information to
anal ysts outside the CIA That has to change, friends. The IC s best
analytic judgrment will only cone from anal ysts who have i medi ate access to
all information they need. But better information sharing al one won't
guarantee correct access. Better analytic tradecraft, conmbined with a
wi | lingness to challenge assunptions rigorously nust be the normrather than
t he exception.

Now, anal ysts have worked hard in past years to nake sure the lragi WD
m st akes are not repeated. | commend themfor their efforts. W are talking
not about failure of the many dedi cated peopl e who have worked in the IC we
are tal king about proving the systemso that it works better. But everybody
in the community must continue to question and chall enge the comunity’s
anal ytic products and briefings.

And yet at the sane tinme, analysts nust be fully supported when they
speak truth to power. Qur analysts nmust take into account the ideol ogica
war that we are in today, and focus on understanding the beliefs that
undergird mlitants — anal yzing how and why individuals turn mlitant so that
reconmendati ons can be nade for counting that process.

| believe, as so nmany peopl e have said, that the battle against an
i deol ogi cal foe is 20 percent kinetic and 80 percent ideological, and | think
we're doing the kinetic part pretty well; we need to do it better, but we
al so need to focus on the 80 percent that is ideol ogical

I’ m al so concerned about the comunity’s financial managenent. In
1990, Congress passed the Chief Financial Oficers Act, which set out the
goal of all departnents and agenci es having auditable financial statenents.
It is 2007, and as best we know, not one, none, zero, of the |IC agencies can

give us an unqualified financial statenent. |If |I'’mwong, please informng;

| would |love to be proven wong. |n other words, they can't tell us where
the noney goes after we give it to you. | think the taxpayers want us to fix
t hat .

Finally, let me focus on the problemof leaks. Wiile it is not a
reformissue, we all know that |eaks cost us dearly. Probably the nost
succi nct statenent on the | eaks that have occurred recently came fromthe now
Director of CIA General Mchael Hayden, when he cane before this conmttee.
And | asked hi mabout the | eaks, and that was before the | eak of the



terrorist financing — terrorist financing tracking systemcane out. And he
said, and | quote, “We are now applying the Darwi nian theory to terrorists;
we are only catching the dunb ones.”

Vll, it's inperative we take steps to reduce the incentive for people
to provide classified materials to those who have no need to have it. |
would |like to see people in orange junpsuits, but at the very least, there
needs to be a change in the culture that it is no |longer acceptable to take
classified information, leak it, and then nove to some post in the outside
worl d where one can profit fromit.

Wth that, if nobody has objection, | would like to introduce our
witnesses: Ms. Mary Margaret Graham Deputy Director of National
Intelligence for Collection; Anbassador Patrick Kennedy, Deputy Director of
National Intelligence for Managenent; Dr. Thomas Fingar, Deputy Director of
National Intelligence for Analysis; and General Dale Meyerrose, Chief
Information Officer for the Intelligence Comunity; M. Mirk Ew ng, Deputy to
the Deputy Director of National Intelligence for Requirenents; Ms. Susan
Rei ngol d, Deputy Program Manager of the Information Sharing Environnent.

And with that, | would ask — | assunme that you have a batting order
that you would like to follow, and | would invite you to follow that order
and of fer your coments.

MARY MARGARET GRAHAM M. Vice Chairman, there is just one opening
st at enent .

SEN. ROCKEFELLER: Just one? Every director — well, that - okay, thank
you.

M5. GRAHAM  Chairman Rockefeller, Vice-chairman Bond, menbers of the
comttee, you know the director woul d have |iked to have been here today,
but unavoi dably could not, so he sent the six of us.

It is our pleasure to speak to you today about the progress the United
States Intelligence Cormunity has made during the two years since the
Congress enacted and the President signed the Intelligence Reform and
Terrorism Prevention Act of 2004, or as we call it, |RTPA

Over the last two years, the Intelligence Community has achi eved good
results through a concerted effort to integrate itself nore tightly, share
information nore freely, coordinate actions nore efficiently, define
priorities nore clearly, and align resource expenditures against those
priorities nore strategically.

The ODNI has led the ICto inmprove the security of the United States
and to advance inportant national interests by inplenmenting both | RTPA and
t he recomendati ons of the WWD Conmi ssion that were accepted by the
President. The work of the ODNI has enhanced the Intelligence Community’s
ability to support policymakers, diplomats, warfighters, and even | aw
enforcenent officers. W will ensure this progress continues, but — candidly
— what you'll hear is reformin action, and nore time will be needed to fully
achi eve the goals of |RTPA

This reality provides the context for understandi ng the devel opnents |
would like to briefly discuss today. To frane our assessnent of intelligence
reform we would like to focus on structural change, on analysis, on



col l ection, on managenent, on requirenments, on science and technol ogy and the
i nformati on enterprise

Let me begin with structural change, a great deal of which has occurred
within the 1C during the past two years. W have taken IRTPA's call for a
strong national counterterrorismcenter and made it a reality. The NCTC
stands today at the center of the intelligence contribution to the war on
terror. It draws on and shares information fromthirty different
intelligence networks, including foreign and donestic threat information. It
convenes coordi nation neetings across the government three tinmes a day on
terrorist threats. |t guides the counterterrorismanalytic workload across
the IC

Finally, when events nmandate, it becones a hub for critica
intelligence support to our nation’s |leader, as they did |ast summer when the
British thwarted the civil aviation plot in London.

| RPTA al so focused on the FBI's contribution to national intelligence.
The FBI's senior |eadership, under Director Miuller, has enbraced this nandate
in the establishnent of the National Security Branch to bring together under
one unbrella the FBlI's counterterrorism counterintelligence, WD, and
intelligence prograns.

The WWD Conmi ssi on al so enphasi zed — as you have -- the critica
contribution HUM NT plays in preserving national security, and called for
i ncreased interagency HUM NT coordi nation, better and nore uniformtradecraft
standards, and increased joint training. This led to another mgjor
structural change in US. intelligence, as the CIA was directed by the
President to establish the National C andestine Service. These two changes --
the NCS and the NSB -- were mmjor events, strengthening our hunan
intelligence effort both at honme and abroad.

Addi tional structural innovations include the creation of the Nationa
Counterproliferation Center, and the appoi nt ment of a MASINT Conmunity
Executive, and the establishnent of the DNI's Open Source Center, under the
executive agency of ClA

Let nme now turn to collection and analysis. Virtually every observer
of the Intelligence Comunity has enphasi zed the critical interdependence of
col l ection and analysis, as well as the need to continuously inprove finished
intelligence products through better nethodol ogy, nore outreach, nore
alternative analysis, and nore transparent sourcing.

If we are going to solve the nost difficult intelligence challenges,
our analysts and collectors nmust work hand-in-glove. And they are doing
that, precisely in terns of attacking the priority hard targets; for exanple,
Iran and North Korea, just to nane two.

As Deputy Director of National Intelligence for Collection, ny task is
to rebal ance, integrate and optim ze collection capabilities to nmeet current
and future customer and analytic priorities. Collection is by far the nost
expensi ve activity undertaken by the Intelligence Community, but | would
suggest to you it is also what gives the ICits conparative advantage in
protecting the nation.

To enhance this collection enterprise, we initiated a process to
devel op a capability-based, integrated collection architecture, which wll

10



gui de future investnment decisions and address shortfalls in the nation’s
current intelligence capabilities. W have begun to identify these
shortfalls as well as areas of enphasis and de-enphasis, as you will see
addressed in the President’s budget.

By the same token, under the | eadership of ny coll eague, the Deputy
Director of National Intelligence for Analysis, we have taken many steps to
bring anal ysts closer together. Anmong nmany other things, we established the
Anal yst Resources Catal og, otherw se known as the anal yst yell ow pages. W
establi shed a Long-Range Analysis Unit to stinulate focus on over-the-horizon
i ssues. W have | aunched several initiatives to strengthen the quality and
ensure the integrity of 1CGw de analytic practices. And we are establishing
activities to ensure that the rich diversity of expertise resident both
within and outside the conmunity is brought to bear on our anal ytic product.

Let ne add one final word on collectors and anal ysts worki ng together
We are pleased with a new nodel we’'ve devel oped to assess and then task the
agencies of the ICIift and shift collection and anal ytic resources when we
are faced with new and energi ng cri ses.

We used this process effectively for the first time |ast sumer during
Lebanon’s crisis, and we are using it today against both crises in Darfur and
Somal i a.

Let ne now turn to managenment. The Deputy Director of Nationa
Intelligence for Management supervises activities that ensure the ODNI and
the I C have the tools and the guidance they need to do the work. This begins
with the National Intelligence Strategy.

The principle underlying the first-ever National Intelligence Strategy
is the transformation of the comunity through the integration of its
functions. The strategy’s five mission objectives and ten enterprise
obj ectives have been translated into strategic inplenmentation plans, which
the DNI approved in July of 2006, and now i nto program and budget deci sions.

The ODNI is making frequent use of the new budgetary and acquisition
powers granted by the | RTPA to manage and shape the commnity. |ndeed, the
Fi scal Year 2008 programbuild is critical. As you have noted, it nmarks the
first one that the DNI has led at all steps of the process.

The DDNI/Ms remt also includes security, training, and human capital,
all of which are vital to the success of the IC of the future. W have nade
strides toward nmaking the comunity one that not only wins the war for tal ent
whil e maki ng the nost of Anerica’'s diversity, but grows and retains a corps
of notivated, collaborative, and expert professionals.

Wirking closely with agenci es and departnments across the Community, our
Chief Human Capital Oficer has, for exanple, conpleted the first strategic
plan for human capital for the IC, conpleted policy that will make joint duty
a prerequisite for pronotion to senior levels of the IC and pronoted
devel opnent of nodern, performance-based conpensation policies for civilian
enpl oyees of the ICthat will be conpleted over the next two years.

Now | et ne speak briefly about the Deputy Director of Nationa
Intelligence for Requirenents, who is responsible for ensuring the IC - and
all of us — understand and is working to address the full range of custoner
needs. Working closely with the National Security Council, we have revanped
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the national intelligence priorities process to be effective in conveying to
the conmunity the nation’s highest priority national intelligence needs.
Updat ed sem -annual ly by the NSC and approved by the President, the nationa
intelligence priorities better focus the IC s collection and anal ytica

effort than in the past. There is close, continuous, and nore forma
interaction with senior custoners to better understand their needs and ensure
t hose needs drive the community's priorities.

Requi renents al so conpleted the first-ever inventory of all U S.
intelligence foreign liaison relationships, and we are using this know edge
to maxi m ze the reach of the community to benefit the nation and the
comunity as a whol e.

Finally, Requirenents also partners with the private sector to gain a
hands- on perspective on the international environment that often is
unavai | abl e anywhere el se. A nunber of respective groups are working with
use to sponsor private sector firnms’' participation in unclassified fora to
di scuss foreign matters of interest.

Sci ence and Technology. In the age that we live in of globalization
that closely reflects devel opnents in science and technol ogy, intelligence
ref ormwoul d have di m prospects of success if it did not ensure our
conpetitive advantage in the realmof S&T. As in all of our reforms, S&T
change cannot be effected overnight, but that is precisely why our associate
director for S&T has chosen speed as the first of his cardinal values; the
ot her two being surprise and synergy.

Speed is exenplified by agile, flexible, proactive, and rapid responses
to new threats and opportunities, and at |ow cost. Surprise includes new
sources and net hods, disruptive technol ogi es, counter-denial and deception
and revol utionary approaches. W have laid the groundwork for an I C version
of DARPA, which we are calling | ARPA, to nurture good ideas for sharing and
growi ng S&T expertise within the conmunity.

Syner gy nmeans connecting the dots, formng informal networks and
finding innovation at the crossroads of technologies. It is an
understatenent to say that the fastest way to increase the val ue of
intelligence is to share it for collaboration and make it accessible for
action.

Each | C agency and departnent, as you know, operates on |egacy systens
that were planned, and in nmany cases, deployed |ong before the |Internet age.
Enabl i ng these systens to conmuni cate has proved daunting. Solutions in the
i nformation-sharing field involve policy changes to enabl e sharing
information, not only internal to the community, but w th non-Federa
partners and the private sector

Two senior officials — the DNI's Cl O and t he Program Manager for
I nformation Sharing — have acconplished a great deal toward both of these
ends. Under their |eadership we have inplenented a classified information
sharing initiative with key U S. allies. This was stuck for a long tine. W
got it unstuck through sonme hard work by both of these people.

W' ve devel oped and rolled out an electronic directory service — a

virtual phone book for terrorisminformation for those that have
counterterrorismresponsibilities across the U S. government.
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W' ve rel eased the Information Sharing Environment |nplenmentation Plan
and Presidential Guidelines on Information Sharing. These two docunents
provide the vision and the road map for better information sharing within the
Intelligence Community with our Federal, state, local, and triba
counterparts, as well as with the private sector. W’ve insisted that al
significant | T deploynents in the comunity be consistent with a common | C
enterprise architecture. W've established a joint office with the
Departnment of Defense ClO for managi ng the devel opnment and provi sion of
cross-donmai n solutions that enable the national security systens to nove
i nformation between networks operating at different security classifications.

These are just a few exanples of the relentless problemsol ving
approach to informati on sharing and access that enpowers everyone in the IC
and everyone with whomthe |IC shares goals, objectives and information

In conclusion, M. Chairman, and nenbers of the committee, we have done
much to nake Anerica safer fromthe very real threats that nmenace our fell ow
Anericans, our values, and our friends and allies around the world. The
Intelligence Community and the ODNI have enbraced the reforms of the past two
years and are inplenmenting them resulting in inprovenents across the
enterprise that is the U S. Intelligence Conmunity.

By its nature, reformand the integration of the ICwll be a long
process -- that’'s why | said what you are seeing is reformin action -- but
its benefits are already being realized and creating increased support anong
agencies and their custoners to continue efforts accel erating the pace of
reform

Wth that, we would be pleased to take any questions that you have.

SEN. ROCKFELLER: Thank you very nuch indeed, and | apol ogi ze for the
com ngs and goi ngs, but that should be all for the tinme being.

The — | want to address this to Anbassador Kennedy and ot her DDN
managenent. The — one of the greatest chall enges facing Congress in this
past year — in drafting the Intelligence Reformand Terrorism Prevention Act

— was howto in fact balance successfully the establishment of a unified
intelligence effort within the DDNI, within — but that also that included
those within the Departnment of Defense. That was touchy; a lot of argunents
ensued — all of this with the continuing requirenment that the conbat support
agencies be able to respond to the needs of their mlitary commanders.

Now | nyself think it worked out rather well, but | don’'t know how you
feel. First of all, does the Director of National Intelligence need stronger
budget and personnel authorities than those granted to himin the reformact?

MR KENNEDY: Well, sir, | don't believe that in the budget and
personnel arena that we need stronger authorities. You have given — and it’'s
witten into the legislation that the Director of National Intelligence
determ nes the National Intelligence budget, and | believe that he has done
so for FYO7 and that the budget that will be sent up here on the 5'" of
February will reflect his determ nation of what the budget shoul d be.

In the personnel arena, | believe his authorities to nove personnel
his authorities to establish policies and standards and procedures are
sufficient, and the steps we've already taken, such as in the area of joint
duty | think reflect that.
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SEN. ROCKEFELLER | thank you. Secondly, howis the DNI's office
bal anced — how have they bal anced the separate requirenents of the mlitary
and the national consuners of intelligence in terns of building budgets,
taski ng coll ection systens and providing anal ytical supports? That's nore of
a technical question, but it’'s an inportant one.

MR KENNEDY: | think, first, we have built, over the course of the
exi stence of the DNI, a very, very close and positive working rel ationship
with the Ofice of the Secretary of Defense. M/ office on the budget side
regularly interrelates with the undersecretary of Defense for Intelligence's
office, and we work on NIP issues that are of interest to the war fighter,
and we al so have significant input into what DOD puts into its mlitary
intelligence budget.

We have regul ar series of meetings, but since the question then norphs
into the area of tasking analysis, let me ask ny two col | eagues, Ms. Graham
and M. Fingar, to deal with the issues of collection and analysis to add and
amplify, if that's perm ssible.

SEN. ROCKEFELLER Pl ease

M5. GRAHAM  Senator, |'d give you two exanples froma collections
st andpoi nt .

The building of what | referred to as the integrated collection
architecture — when that thought cane to be laid on the table |ast year, Dr.
Canbone and | spent a lot of tine tal king about the theory behind identifying
the needs of the nation for intelligence capabilities. That resulted in that
process being done collectively — NIP prograns and M P prograns, capabilities
that the nation needed no matter the war fighter or the diplomt. And so
that picture of integrating, | would give us a B+ in our first year of effort
at that.

Anot her: Wen the departnent — when Dr. Canbone and the fornmer
secretary decided to establish Joint Intelligence Operations Centers — JI OCs
-- one of the issues for the defense JI OC which resides here in Washi ngton,
it is a single floor where you can nmake collection decisions. So it was
intuitive to me and it nade conpl ete sense that why wouldn’t you want to hook
up the national, the mlitary, the foreign and the domestic collection
systens on the sane floor? And so we have begun to do that by having the
back room of my collection strategy piece linked up with the defense JIOC so
when we, in a crisis situation — take the North Korean things of |ast sumer
— when we need to nake decisions, we can make themwith the total of the
national capability in a single place.

So those are two exanples | would give you of how | think we are making
good progress. W have nore to go in laying the road, but we're making
progr ess.

MR FINGAR  Just very briefly, and it’s along the same |ines of
integration of effort, that within the analytic sphere, the guiding principle
has been to ensure that we have the appropriate expertise to address all of
the various mssions that are supported by the Intelligence Conmunity:
mlitary mssions, diplomatic mssions, those of the Treasury Departnent,
Horel and Security and so forth.
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VWhat we have attenpted to do, with a reasonabl e degree of success, is
to forge a community of analysts such that if there was a task, a question, a
problem that | have the capability to treat analysts across the comunity in
all 16 agencies as avail able for depl oynment agai nst that task, not by nmoving
them but by tapping their expertise. Two exanples | think will illustrate
how we have done that.

In responding to a series of requests and requirenents from Baghdad,
from MNFI, those have conme in either through DOD, DI A, where they have cone
to the National Intelligence Council. The starting point has been to reach
out to those with the nost expertise on the subject wherever they are and
bring them together.

The rel ated aspect of this gets into tradecraft and capability such
that if a question is assigned to one of the conmponents of the comunity,
that the other conponent and the requestor can have confidence that the
answer will be of high quality and focused on their needs rather than a dear-
boxhol der-fits-nobody response whi ch was comon in the past.

SEN. ROCKEFELLER: | thank you, M. Fingar, and | now go on to Vice
Chai r man Bond.

SENATOR BOND: Thank you very nuch, M. Chairman, and | was — |’ mj ust
going to conment on sone discussion that occurred before | arrived.
understand the DNI is co-located with the Defense Intelligence Agency.
Secondly, as far as rushing an NTE to neet a tinetable on Capitol HIl, we
| earned the hard way in the '02 Iraqg WWD National Intelligence Estinate,
whi ch was produced in a few short weeks, that if you want it bad, you may get
it bad, and |'msure you are going to give us the best possible Irag NNE in a
tinely fashion. |If there’'s any comment on that, | would wel cone coment.

MR FINGAR: Senator, | would be happy to comment on that. Three
points. One is | remnd nyself regularly that the Ofice of the Director of
National Intelligence mght not exist were it not for that Irag WWD esti nate,
whi ch crystallized the nunber of problens. And therefore, under ny hat as
chairman of the NIC, | have accorded highest priority to ensuring that the
qual ity of coordinated comunity products is of the highest standard we can
attain for estimates and for all other products.

Estimates are special, but what nakes them special beyond the | onger
timeframe of nost of themis that they are approved by the heads of agencies.
It was as the deputy of INR that | sat on the NFIB that approved that Iraq
WWD estimate. So | amparticularly conscious —

SEN. BOND: Thank you

MR FINGAR W —

SEN. BOND: | had a couple of other questions before ny tinme runs out,
so — but let ne clear the air. | did not vote for the Intelligence Reform
Bill. | thought it gave the DNl a trenmendous amount of responsibility
without the authority to get the job done. | comend Anbassador Negroponte

and you for playing what | think is a weak hand as best as possible. Wat
we're trying to do here is make sure that you not only have the

responsi bility but you have the authority to nmake sure that information is
shared, that there are no nore stovepipes. Unfortunately, there are severa
exanples that | could cite you, but not in an open hearing.
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I will try a different tack and ask if any of you see that the problens
with the 2002 NIE and the problens that were frankly endemic within the

community still need additional |egislative authority or clarification, or is
it just executive action needed? And | would start with Ms. G aham and t hen
ot hers who nay have specific areas of concern on which we can focus. I'd

like to do that. Oherwise we will save sone of the exanples for closed
sessi on.

Ms. G ahanf

M5. GRAHAM  Senator, | would — and I'Il let my coll eagues speak
further to this, but what | would say to you is that one of the things the
DNl has done as we’ve gone through this first now 21 nonths is be m ndful of
what nore coul d be done to enhance the authorities of the IRTPA. There is
sone work on that that has been done, and | think, w thout speaking for him
hi s decision was to cone to you and to let Admral MConnell, if confirnmed,
the next DNI, conme to you with the benefit of all that. But |I will speak for
nysel f, for collections.

SEN. BOND: Pl ease.

M5. GRAHAM | don’t believe that in the collection real m—- because so
much of this is, nunber one, about collaboration, nunber two about
i nformation sharing, and nunber three about culture, that there are
| egi slative fixes needed to enpower what |'’mtrying to do.

SEN. BOND: Are there — once you get the collection to the analysis
stage, | still hear concerns that some agencies are not sharing.

MR FINGAR. The probl em has not been solved conpletely. W’ ve taken a
nunber of steps — three specifically.

One is the | RTPA does give the DNI sole authority on dissem nation so
that that is an authority that we have.

We have already put in place neasures that nake avail able to anal ysts
across the community ORCON naterials, which previously restricted
di ssem nation to anal ysts and i ndeed to whol e agenci es or access to databanks
if there was one ORCON docunent in that. |[|'Il General Myerrose speak to the
certification of systens which will allow us to nove others nore freely.

The third way in which we have tackled this are the conpart nented
materials with a process nowthat will shift the responsibility and authority
for determ ning access fromthe producer of the report to need to know
determ ned by Mary Margaret and nysel f.

"Il stop there.

SEN. BOND: We'll conme back. Anbassador Kennedy wants to make a bri ef
comment .

General Meyerrose?
MR KENNEDY: | would just say, as | responded to the chair a few

mnutes ago, | think in the area of budget and personnel, in the nmacro sense,
we have the authorities we need. You may well see in the FYO8 authorization
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bill discussion sone fine tuning and tweaking of small matters. But we have
— you’ve given us solid authorities and we may ask for, you know, a coma
here or a clause there, but nothing — nothing that I'mfinding that is a
maj or shortconi ng

GEN. DALE MEYERRCSE: If | could add to Dr. Fingar’'s points about
allowi ng innovation into our information sharing, that’'s been sonething that
we' ve been working on for alnost a year. The policy that's in place took
three years to wite, four years to coordinate, and we’'ve not touched it in
five. And so clearly there is roomfor changing a paradi gm which says that
we avoid risk to one we nanage risk, and we’'re working that very hard with
t he Departnent of Defense and the National Institute of Standards and
Technol ogy, and are about to conme out with a series of proposals which w nds
us up for reciprocity, for using comon criteria and those kinds of things,
which | think will allow us to bring innovation into our systens to overcone
i ssues of information sharing.

But | would add that the major infornmation sharing i ssues that we have
nmanaged to sol ve over the past year are nore of process and policy than they
have been of technology. |'Il give you one very brief exanple. Qher parts
of the government canme to us and asked us to set up portals for pandemc
pl anni ng at top secret, secret and unclassified | evels, which we did. An
interesting thing occurred. |In setting up the top secret portal, it took us
a matter of two or three days; in setting up the secret portal it took us a
matte of a little less than a week; and setting up the unclassified porta
took us a matter of eight weeks.

And the reason was was because of the procedural |abels and headi ngs
that people put on informati on generated by organi zati ons which prevented the
sharing. It had nothing to do with technology, it had nothing to do with
external policy or the bringing together of various organizations; it had to
do with each organization’s internal policies and process. And we did nanage
to overcone it. W in fact run an information sharing pandenic pl anni ng
envi ronnent that services over 40,000 folks in the federal government at al
three levels of classification, and it’'s an exanple of nobst of the
i nformation sharing issues we face are cultural and process rather than
t echnol ogy.

SEN. ROCKEFELLER: Thank you very nuch.
Senat or Fei nstei n.
SEN. FEINSTEIN. Thank you very much, M. Chairnan

Does the present DNl have a regul ar process whereby the heads of the
agenci es neet?

MR. : Yes.
SEN. FEINSTEIN. And when do those neetings take place, M. Kennedy?

MR, KENNEDY: The DNl has regul ar one-on-one sessions on a rotating
basis with all -

SEN. FEINSTEIN. That's not what | — that’s not what |'’mreferring to.
What |'mreferring to is neet as a group to build a teamthat crosses —
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MR, KENNEDY: Every —
SEN. FEINSTEIN: - the snpkestacks.

MR, KENNEDY: Every Mnday at 2:00, the heads of the six or seven

| argest Intelligence Community organi zations sit down together, and with the
princi pal Deputy Director of National Intelligence and the rest of the team
Every Monday all 16 agenci es get together every ei ght weeks, neeting at the
DNI. And that is conplenented by a huge series — breakfast sessions, budget
sessions that | held. And then plus all the CFGCs of the comunity are now
neeting together. Al the chief human capital officers neet together. Al
the Cl Gs get together.

In other words, we have tasked, in effect, each one of the titled, if |
m ght use that word, officials in the DNI to reach out and have regul ar get-
toget hers, regular sessions to exchange information, know edge and
requi renents with their counterparts throughout the entire community.

SEN. FEINSTEIN. And what is the current staff |evel of the DNI ?

MR KENNEDY: The current staff |levels authorized in the | ast
aut hori zation bill was 1,579.

SEN. FEINSTEIN. And that doesn’t include — at that tinme, didn't it
i nclude the counterterrorismunit?

MR KENNEDY: That includes the National Counterterrorism Center,
Ma’ am

SEN. FEINSTEIN: And that is, what, 350, 400?
MR. KENNEDY: It’'s about 400, yes.
SEN. FEINSTEIN. Four-hundred, okay. So net net it’'s about 1, 100.

MR KENNEDY: O the 1,579, about two-thirds of those were inherited
fromprior Director of Central Intelligence Agencies, and force of |aw
transferred 1,000, roughly, of the 1,579 positions to the DNI in the | RTPA
al so said, we authorize 500 additional positions. And so we've been using
the transfers plus the 500 to build the DN

SEN. FEINSTEIN. What nmany of us — and |’ m speaking for a long tinme ago
now -- when this was first contenplated, we didn't ook at the DNI as a
bureaucrat; we really looked at himas a facilitator. And | guess one of the
things that has concerned ne is the huge staff that exists over there and
whether in fact that is necessary. It may even be an inpedinment. Could you
comment ?

MR, KENNEDY: Yes, | don't — as a bureaucrat, | don't think it’'s a
bureaucracy for three essential reasons.

The first is that if you're going to have the kind of |eadership in the
Intelligence Community that | believe that the Congress intended for it, it
is essential that you coordinate. So therefore you have to have coordi nation
| eaders in the analytical field, which puts a snmall staff with Dr. Fingar.
You have to have a group in the collection arena, under Mary Margaret G aham
to coordinate the nulti tens of thousands of personnel who do collection
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You have to have a small ClO staff to — in order to burst through the
barriers that CGeneral Meyerrose was outlining when we were building the

i nfl uenza pandem c websites. And the sanme is true — if we want to make sure
that we have all of the requirenents that the civilian and the mlitary
community need fromthe Intelligence Cormunity, then the requirenents —

SEN. FEINSTEIN. Well -

MR, KENNEDY: And then when you add in the mandatory itens such as the

National Intelligence Council, the National Counterintelligence Executive -
as you just said, the National Counterterrorism Center, which consunes al nost
a third of that total nunber, | see the DNI is actually a very, very snal

nunber, and in an overhead in snmall single digits in terns of the entire
comunity which it is nmanaging.

SEN. FEINSTEIN. Al | can say is — and perhaps the | eadership of the
comrttee is different — let me just speak as a rank-in-file menber. | don't
see the |l eadership. | don't hear about the |eadership. And what | see — and

| try to do ny honework and | try to read the intelligence — is the growh of
a bureaucracy over there. And | have got to tell you — and you don't need to
answer this — it concerns ne very nuch.

I would like to ask, if I mght, Ms. Reingold, the question — | think
it has been the conventional w sdomsince 9/11 that information sharing was
one of the key inpedinments to preventing terrorist attacks. The intelligence
reform | egislation, which we enacted in Decenber '04, created the infornmation
sharing environment, and called for an inplenmentation plan in a year. |
believe that was received on Novenber 15'" of last year. It also called for a
progress report beginning in Decenber of ’06, which has not been presented.

So |l would like to ask for that progress report.

Let ne ask this question: Howin practice is the DNI getting
actionable intelligence to | aw enforcenent and Hormel and Security officials at
the state and local level. | have conplaints everywhere | go in California,
fromlocal |aw enforcenent, frommayors. | took the opportunity to get the
mayor of Los Angel es together with Anbassador Negroponte, but everybody tells
ne, if youre not in a taskforce, there is still a fractured system

M5. REINGOLD: COkay, if | could address —
SEN. FEINSTEIN: Pl ease

M5. REINGOLD: — your first issue about the inplenentation plan and a
progress report, in the inplenmentation plan, we nade a recommendati on. The
i mpl ement ation plan essentially gave a status, a progress report on where we
are with I SC inplenentation, and then recommended that in June of every year
thereafter, which would be this com ng June '07, that we provide an annua
progress report. W would certainly be happy to update anything since the
i mpl ement ation plan came out and provide that to you. | just wanted to | et
you know in ternms of timng

SEN. FEINSTEIN. | appreciate that.
M5. REI NGOLD: The question about actionable intelligence, there have

actual |y been sonme very inportant acconplishnments that have occurred nost
recently. As part — the President actually asked the program manager and the
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inter-agency to cone up with a framework to inprove information sharing
bet ween federal, state, local, tribal, and private-sector partners.

And there was an acknow edgenent that actionable information, not only
fromthe federal level to our state and | ocal and private sector partners,
but also information that resides and the |ocal and community level, to try
to make that information also nore available, in particular to the
Intelligence Comunity — so very specific activity that we're in the process
of pulling together an inplementation plan is part of this federal, state,
| ocal franmework.

One is to create an interagency threat assessnment coordination group
| ocated at the NCTC that can produce federally coordinated information — very
inmportant, and this was all done with our state and local partners in terns
of all of the inplenentation and this whole framework And we are in the
process of setting up that inplenentation to you, and working with state and
| ocal representation fromthe | aw enforcenment and the Honel and Security
comunities to put together a process to inprove getting that actionable
information to the state and | ocal |evel.

SEN. FEINSTEIN. Are mayors included?

M5. REINGOLD: WMayors are included fromthe standpoint of the U S
conference of mayors, all of the associations that represent state and | oca
officials, National Governors Association. W have had representatives from
t hese organi zati ons.

SEN. FEINSTEIN. That is not my question
M5. REINGOLD: Ch, you nean in terms of —

SEN. FEINSTEIN. The high-risk areas — are nayors told and informed of
the risks?

M5. REINGOLD: Yes, part of all of this is that at the state and | oca
| evel, mayors as well as governors have begun setting up what they cal
information fusion centers, so in a lot of the urban areas, as well as at the
state level. And those fusion centers are there to informtheir |oca
| eadership at the — again, at the local, as well as the state level. So part
of this whole framework is to help ensure that there is the national network
of fusion centers that can receive the information that is comng fromthe
federal governnent.

SEN. FEINSTEIN. Sorry, what is a fusion center?

M5. REINGOLD: A fusion center is an entity that has actually been
established not by the federal government by either a major city or the state
level to actually do sonething very simlar to what we do at the federa
level at the National CounterterrorismCenter, at the NCTC. It is for them
to —literally to pull together at their level all hazards, all threat
information that they collect fromthe community so that they can paint a
pi cture, whatever they need at their level, to assess what the threat is to
their comunity and to their region

So we are trying to |link what we are doing through the Intelligence

Comunity and through the broader homel and-security and | aw enf or cenent
comunities at the federal level with this effort at the state in major urban
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area level. And the framework that — reconmendati ons we nmade to the
President and that we are noving forward with is to pull together these
fusion centers that | amreferring to — there have been federal funds that
have cone fromthe Departnment of Honel and Security and Departnment of Justice
to support these centers. And as a matter of fact, you can follow up on
Thur sday when you have both the FBI and DHS. And |I'msure that they will be
talking a little bit about this effort as well.

SEN. FEINSTEIN: But if | ask —

SEN. ROCKEFELLER: If | may interrupt at this point, we are going on
over 12 mnutes on this question, and | need to call on Senator Burr

SEN. FEINSTEIN: Thank you.

SEN. BURR. Thank you, M. Chairman. | wel cone our panel. As | have
sat here and listened to the exchange, | have thought, with the process
changes that are underway and, Anbassador, with your description of the
directive on pandenmic flu, and the actions that you had to take, | am
sonewhat concerned — | say this in the formof a statenent versus a question
— that we not | ose focus on our strategic long-termthreats that exist, and
our ability to ook over the horizon, which is what is unique about U. S
intelligence.

Ms. Graham | think in your testinony, you have covered very well that
collection is better today. After five years, we have gotten better, and
appl aud all of the agencies for that. But intel is a difficult thing to
neasure. And | would ask you, have we really tried to neasure the product?
Have you conpared raw coll ection and finished analysis to see if in fact we
have really inproved our capabilities?

M5. GRAHAM | will be the first to tell you that nmetrics is a work in
progress. How do you neasure this? W nust neasure it, first of all, but
how do you. So | want to tell you — and | think Tomcan conplete this story
— the anecdote about analysis informng collection. There are so many things
out there, both strategic, long-term tactical, near-term that we need our
Intelligence Community to do, that we nmust point themin the right direction

You will hear said that there are requirenents out there, that there is
requi renents creep, where basically every anal yst who has a question puts it
into the requirenent system wit large. Wat that does to the collectors,
be they HUM NTers or any of the technical intelligence, SIGNT, imgery, it
allows themto perhaps diffuse their attention. So by saying — having the
anal ysts say to us, this is the nost inportant gap, these are the nost
i nportant questions that will fill this gap, you are able to direct the
col l ection agencies to the nost inportant fruit of collection

We have had | ast sumer, like it or not, sonme practice exercising what
we had put in place. First we had the Taepodong 2 flight in North Korea.
Then right after that, we have the problemin Lebanon, which has not gone
away. Then we have a North Korean test of a nuclear weapon. Now we have
Sudan and the Darfur, and Somalia. And | could go on and on. And that is on
top of lraqg, Afghanistan.

So the ability to focus the collectors, | believe we can denobnstrate -
not neasure the way | would like to — but denobnstrate that the collection is
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further refined to answer the analytic questions. And with that, ['Il turn
it over to Tomto answer the rest of the question

SEN. BURR Quickly if we can.

MR FINGAR  Very quickly. The old nobdel was the analyst with the best
rol odex and fastest finger could sort of guide collection. Wat we are doing
now i s convening the analysts fromacross the community, sitting them down,
and say, you collectively decide what are the nost inportant questions we
need to answer, and what is the information that we need, and where are you
likely to get it. And we set very snall nunbers — three, four; not |aundry
lists of topics to be handed over to the collectors, and leave it to Mary
Margaret’s people to decide how to do that.

The feedback |loop on a lot of this is pretty short. And as we begin to
work the new information into the analytic process, the sourcing that we now
requi re nakes very clear what information is nost useful, what mght be very
expensi ve but is not used by the anal ysts. W have got a much better picture
now than we did before.

SEN. BURR. Wodnderful. Anbassador Kennedy, the DNl has the ability to
reprogramup to $150 million, and 5 percent of one of the recipients. Has
that been used by the DNI, and is $150 nmillion and the 5-percent threshold
overly restrictive?

MR, KENNEDY: The DNl has used that authority, Senator, and | woul d be
glad to give you or your staff representative exanples off |ine

SEN. BURR  Thank you.

MR, KENNEDY: And to date, we have had no nmgjor — no major problens that
coul d not have been addressed within that figure, and | think that figure is
sufficient.

SEN. BURR. The reformact also allowed the DNI to withhold noney to a
recipient if in fact they had not conplied with the DNI's priorities. Has
any agency failed to conply and were funds withhel d?

MR, KENNEDY: No, sir. W have engaged in an extensive education
process in what | call the footnote process. Wen we issue their allotnments
to them we specify what the funds are to be used for, and that has the force
of the anti-deficiency act passed by the Congress. And so we are achieving
very, very good conpliance.

SEN. BURR M. Chairman, | know nmy tine is up. It is ny understanding
at this tine no one in the government can share with us definitely how many
contractors are enployed by the intel community, or for that fact, how many

contractors are enployed by DNI. | hope at sone early date in the future
that, one, if that information is incorrect, anbassador, please share it with
ne. |If it’s not, | hope at the earliest possible tine, we would know what

the extent of contractor usage is.
SEN. : M. Chairman, may | have five seconds?

SEN. ROCKEFELLER: Provided that you answer tonmorrow. (Scattered
| aughter.)

22



MR, KENNEDY: W have just conpleted that exact survey know ng that
this is something that the DNI felt very specifically that we needed to have

to engage in solid nanagenent and prepare our budget submissions. | have
lots of raw data, Senator, and as soon as that data is in shape that | can
conme and nmake an intelligence — intelligent presentation, first, to your

staff, then to you, we will be getting that information up, because | think
it is inportant to know, and inmportant to see if we are using contractors in
the right way. Are there things that should be contracted out that are not
now? O things that are contracted out now, where the taxpayer would be
better off if they were brought in house.

SEN. : | thank you, and | thank the indul gence of the chair

SEN. ROCKEFELLER: No, that was an excellent question. That was an
excel l ent question. Senator Feingol d?

SENATOR RUSSELL D. FEINGOLD (D-W): Thank you, M. Chairman. M.
Graham in the Director’s speech on Friday and the ODNI's testinony today,
there’'s a reference to, quote, |ift and shift collection resources in
response to energing crises. And one of the exanples it cited is Somali a.
Are you satisfied with the level of coordination this effort has had with the
Depart nment of Defense?

M5. GRAHAM  Yes, sir, Senator, | am |’'d be happy to talk to you
about the details of that, but they're not at the level that we're at in this
room But yes, | am

SEN. FEINGOLD: So we could follow up in a classified setting?
M5. GRAHAM  Absol utely.

SEN. FEINGOLD: Well, let nme say that | fully support the ODNI's effort
to shift collection resources to Darfur and Sonalia. However, a year ago, |
asked Director Negroponte's at the comittee’ s open hearing whet her
sufficient resources were being devoted to Sonmalia. And the director
responded that, quote, while you can never quite do enough, unquote, he
bel i eved that the resources devoted to Somalia were about right, quote, in
the order of priorities that we' ve got, unquote.

But that is precisely the problem Places |ike Somalia should be
intelligence priorities long before they appear on the front page. Now, how
can the ODNI help set new priorities and inplenment thenf

M5. GRAHAM  Senator, let me start that, and then I'Il let ny
col l eagues — | think the devel opnment of the national intelligence priorities
framework lays out priorities for the Intelligence Comunity. But a part of
your answer — part of the answer to your question is the need to get the
Intelligence Community back to what | grew up calling global reach. W don't
have that today. | think you could probably tell nme why we don’t have that.
But, it is because of the period of time we are in, the post-9/11 world, the
demands on the Intelligence Comunity that exist today have grown
exponentially since that day. So our challenge is, until we reach that point
— with your help — of getting back to a place where we can do gl obal reach,
and pay attention to places that we are not — perhaps, high on the Iist
today. Until they beconme a problem - the way Sonmalia is today — then we have
to be able to, froma m ssion nanagenent point of view between the two of us,
we have got to be able to have processes in place that allowus to lift and
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shift our resources when we need to. Speaking for nyself, | don't see any
ot her answer until we are able to satisfactorily have the global reach that
we want .

SEN. FEINGOLD: |'mvery pleased to hear your coments about the need
for the global reach. M. Fingar, if you want -

MR FINGAR. Well, it's very nmuch the sanme situation with respect to
anal ysts; that the kinds of questions we are asked, the kinds of problens on
whi ch our expertise is sought require deep know edge. And we need to be both
gl obal in coverage and to have real fire extinguisher depth on subjects. And
at the sanme tine, need to have sort of pre-positioned and exercised links to
expertise outside of the Intelligence Community that can be tapped very
qui ckly.

" m happy to describe with you and your staff the steps we have taken
to do that, but we are conming off a period of downsizing and al so shifting
resources to higher priorities that has | eft many gaps.

SEN. FEINGOLD: The next question may seema little ironic because ny
whol e concern has been that we don't have the global reach. 1In fact, our
policy has becone so lIrag-centric, that we haven't had the opportunity to put
the resources around the world that we need. But | do want to tal k about
Irag in this context. |It's highly likely that the US. nmilitary forces wll
withdraw fromlraq prior to the establishnent of stability and the
elimnation of terrorismthere, so doesn’'t it nake sone sense for the
Intelligence Community to have strategies in hand to deal with the chall enges
of Iraq as and after we re-deploy our troops fromthere?

M5. GRAHAM  Senator, |'Il speak for the collections side of the
busi ness, but | think there has been devel opnent of those strategies. Again
this is sonething we would be happy to talk to you about in as nmuch detail as
you or your staff would like in a classified session

SEN. FEINGOLD: | think my tinme is about over. Let me just say that
ook forward to that, and | hope that when | |earn about those things it wll
show that today's political policies are not dictating the |ong-term
strategic thinking of the Intelligence Comunity, particularly in this area.
| do hope it gets back to the kind of perspective that you tal ked about as
your understanding of what intelligence is supposed to be about. And | think
that we have a great opportunity to at |least get that right if we get out
ahead of it, so | look forward to |earning nore about it. Thank you, M.
Chai r man

SEN. ROCKEFELLER:  Anbassador Kennedy, there has been no nomination to
fulfill the position of the principal Deputy Director of Nationa
Intelligence since General Hayden's departure |last May. Wy?

MR KENNEDY: | think the answer to that, sir, is that the director and
the Wiite House have been engaged in a very, very intensive search for the
right individual for such an inportant position. And now, obviously, wth
the change in the Director of National Intelligence, assum ng favorable
action by the Senate in both cases, that the new director, should he be so
confirmed, would wish to have an input in that as well.

SEN. ROCKEFELLER: | hear you. |'mnot sure if | understand the answer
conpl etely, but | hear you. Senator Warner had to | eave, and he asked four
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qguestions, and | promised that | would ask one of them So this is his
question. The ultimte goal of the 9/11 Conm ssion and others is to provide
the best possible intelligence to policynakers so that the President and
menbers of Congress can make infornmed foreign policy and national security
deci sions. Since the President announced his Iraq plan early this nmonth, |’ ve
taken the opportunity during numerous briefings and hearings to ask nmenbers
of the Intelligence Community about their assessment of the Ml ak
governnent’s ability to achieve the benchmarks necessary for this plan to
succeed.

And his question is: | believe inportant strides have been nade
towards intelligence reform but if the Intelligence Comrunity cannot provide
an assessnent of the Mal aki governnent’s chance for success, one of the nost
i nportant questions facing policynmakers today, how can we be satisfied with
t he pace of reforn?

MR KENNEDY: | think if | could ask my coll eague, Tom Fingar, to
address that M. Chairnan

MR FINGAR It’s a fair standard to which to hold us accountabl e that

| think the estimate that we still plan to finish by the end of the nmonth, as
prom sed, we'll provide sonme in-depth look at Intelligence Community
thinking. This is thinking that has evol ved and been shared, and shared with
the H Il in many products, and been shaped and shared with the review that

led to the President’s policy decision. The very shorthand is, it would be
very difficult for the Mal aki governnent to do this, but not inpossible. And
the logic that we have applied | ooks at the inportance of security. Security
as an inpedinment to reconciliation, as an inpedinment to good governnents, and
an i npedi ment to reconstruction.

W judge that Mal aki does not wish to fail in his role. He does not
with to preside over the disintegration of Irag. He has sone, but not all
of the obvious requirenents for success. The judgenent is that gains in
stability could open a window for gains in reconciliation anong and between
sectarian groups and coul d open possibilities for a noderate coalition in the
| egislature that could permt better governments. There's a |ot of
conditional statenments in this analysis. But that it is not inpossible,
t hough very difficult.

SEN. ROCKEFELLER: Thank you. Anbassador Kennedy, if | could just cone
back to you for a nmonent. | understand that General Hayden left a while ago,
but there's sonething about the whole concept of his — of a intelligence
director for DNI, or person for DNI, being left enpty — that position being
left enpty sinply because of his departure. And sinply because there may be
sone conversation between the potential new person, who was not naned | ong
ago, and whatever other elenents are concerned is not inpressive to ne. What
is inpressive to me is that the United States and the DNI woul d go for any
period of tine w thout sonebody responsible for that — an acting or whatever.
So | can't find your answer satisfactory.

MR KENNEDY: |If | might, M. Chairman. W have had an acting, for the
greatest majority of the period, after General Hayden |eft -- Lieutenant
General Ronald Burgess, U S. Arny, who was the Deputy Director of Nationa
Intelligence — one of the four deputies other than the principal deputy. Ron
Burgess was the acting principal Deputy Director for National Intelligence.
Filled that function conpletely. Took on all the responsibilities and duties
permtted that M ke Hayden undertook — chaired neetings, met with various
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groups. So, Ron Burgess filled M ke Hayden's shoes, and if | mght hunbly
say, very ably, during this period of tine, sir

SEN. ROCKEFELLER  That answers ny question and | thank you. Vice
Chai r man Bond?

SEN. BOND: Thank you very nuch, M. Chairman. Just a coupl e of
coments on things that have been said — tal king about getting the anal ysts
together and getting the collectors together. W understand from what we
| ear ned about the Iraqgi survey group that when the analysts and the
col l ectors work together, and in other exanples in the field where they work
together, they settle these things. And the collector’s talking to the
anal ysts tell themwhat they can do, and the anal ysts have to be realistic.

Now, there’'s a great inperative because that’'s probably the best way
they can keep fromgetting killed if they're in the field. Here, there s not
that same inperative, and | wonder why that nodel is not used nore often
here, away fromthe battlefield, to get the analysts to talk to the
col | ectors.

M5. GRAHAM  Senator, when | travel and have been out to the war zones
or to other places, what we're trying to do here in Washi ngton you see there.
You' re exactly correct. | would say, though, that |ooking back at the 21
nont hs, where we are beginning to see, and we can identify that same kind of
col l aboration, is in this concept that we call m ssion nmanagenent, or the six
nm ssi on nmanagers.

SEN. BOND: (xay.

M5. GRAHAM One of the ways that you know and, of course NCTC is the
| argest and the biggest of those —

(Cross talk.)

M5. GRAHAM Even on the Iran and North Korea, discreet but very hard
probl ems, you are seeing the analysts and the collectors work together in
comunities of interest where they are sharing information. So, we're not a
hundred percent there yet in the Washi ngton worl d.

SEN. BOND: kay. Thank you, Ms. G aham

| wanted to follow up on the questions — sonme questions that had been
rai sed previously about, nunber one, if we pull out what chance does the al-

Mal aki governnment have of succeeding. | believe that the community was
unani nous in their |ast open session of saying that a pre-mature pul | out
woul d cause chaos, increased killing of Iragis, safe haven for al-Qaeda and

possi bl e maj or conflicts among countries as well as sects in the region. And
what General Hayden told us in public, and followed up by the further
briefings that we had, that while it is by no neans sure, providing
assistance to al -Ml aki’s government now, with the comitnment he's nade and
with the assistance perhaps other friendly countries in the area, is not
guaranteed, but it is the best hope for stability inlrag. |Is that a fair
characterization of the position of the comunity?

MR FINGAR Yes it is, Senator.
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SEN. BOND: Has the Intelligence Community been pulled off its tasks
that in the professional judgenent of the intelligence professionals would be
better utilization of their collection and anal ytical assets in order to
performa political task rather than to focus on the threats that the
intelligence professionals believe to be the top priority. Has that
happened? If so, when?

MR FINGAR. No, Senator. That the comunity is arrayed agai nst the
threats that were described in the testinony presented by the DNI and the
other Intelligence Community |eaders to this conmittee | ast week.

SEN. BOND: And those are threats that are not dictated by Congress or
the executive, but are the threats that are perceived as such by the
comunity?

(Cross talk.)
MR FINGAR  Yes, sir.
SEN. BOND: So there’'s no question about that.

Let ne ask Anbassador Kennedy — I'mstill concerned about the budget.
In the imagery way ahead, General Hayden told the commttee that the DN
wanted to ternm nate a maj or program and continue another. Wat worked out
was that the one that he wanted killed is still being funded, and the one he
wanted to continue got term nated.

How is this determ ning the budget? You' re going to have to guess what
" mtal king about, but | think you coul d.

(Cross talk.)

MR KENNEDY: |'mwth you. |'mnot sure that | can give you a ful some
answer in this venue, except to say that when the DNI in consultation with
other senior leaders in the Intelligence Community | ooked at what is the
essential, fundamental, base, national technical means that were needed, we
nmade deci si ons on what should be funded in the national intelligence prograns
based upon those fundanental requirenents — those baseline requirenents.

And, he made the determ nation that it is essential to neet baseline needs,
and we have done that.

SEN. BOND: kay. M. Chairman, we may want to follow up with this in
a closed hearing, | think

SEN. ROCKEFELLER: Ckay. Senator Witehouse.

SENATOR SHELDON WHI TEHOUSE (D-Rl): Thank you, M. Chairman. W are
expecting a National Intelligence Estimate on Iraq in the not-too-distant
future, | believe. And this is nmy first go at this, so | want to get a bit
of an understandi ng of the procedure invol ved.

How di d the preparation of the National Intelligence Estimate, which
think is pretty close to conpletion and delivery, relate to the discussions
t hat have taken place recently with the Intelligence Community and the Wite
House with respect to the determi nations that have been made in Iraq. And
very specifically, did the office of the President or the vice President
provide input to any of you on the desired timng or content of the N E?
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MR, FINGAR: The answer on both the timng and content is no.

SEN. WHI TEHOUSE: Good. And what is the process in terns of how the
N E —

(Cross talk.)

SEN. WH TEHOUSE: - preparation process related to the consultations
that took place over the past nonths.

MR FINGAR. Weéll, we begin the preparation of the estimate in the
fall. Estimates, by their nature, require the input of the nost experienced
anal ysts that we have in the community. And even on Iran, where we have a
| arge nunber of analysts relative to nost other subjects, the nunber of
anal ysts that are really very good is small. And in the course of preparing
the estimate, we were asked to prepare a nunber of assessnents that fed into
the President’s policy review, to prepare a nunber of briefings, a nunber of
responses to requests from Baghdad, MNFI particularly.

G ven the inportance of the subject, we felt it inperative to put our
best analysts on it. So there was, in one sense, a conpetition for tinme of
the nost skilled anal ysts. However, the processes were all inter-linked -
that the work being done on the estimate in fornmed the input that the
comunity was nmaking in Baghdad and to the reconsideration of policy here.

So they were noving in parallel. They don't differ fromone another in their
judgenents, so the specific set of questions we address is the sane set of
questions that we began addressing, but the production schedule for the
estimate has slipped because task one got in the way of task two in this. As
| aid earlier, we expect to have this conpleted by the end of the nonth. But
as we speak, the comunity is in coordination on a draft.

SEN. WH TEHOUSE: Now, |ooking at that situation, | see a world
comunity that is taking a very neager role in helping us to resolve the
conflict inlraqg. | see a regional comunity that | would al so view as
taking a very neager role, particularly considering the stakes at hand if
Irag were to spark off a pan-Arabic, Sunni-Shiite conflict that woul d engage
Egypt, Jordan, Saudi Arabia, other nations. They' re very, very directly
interested in what is going on there. And there also seens to be w despread
skeptici smabout the real will and capacity of the Maliki adm nistration to
be abl e to nmanage sone form of resolution anong the different factions in
I raqg.

And with respect to all of those three — the hesitance of the world
comunity, the lack of appropriate — given the risks involved — response by
nearby Arab nations, and the either hesitancy or trucul ence of the Iraq
factions at finding an acconmodation, what is the role of the U S. presence
with respect to those different characteristics of this dispute?

MR FINGAR Senator, my starting point is the very high expectations
that others around the world and certainly in the region have of the United
States. Perhaps -

SEN. WHI TEHOUSE: It’'s a nice way of saying it.

MR FI NGAR Perhaps unrealistically high expectations. But nany of the
states around Iraq have relied to a greater or |esser degree for their
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security on their relationship with the United States. Political, economc
and mlitary — the U S. presence in the region is a part of the provision of
that security. |Iraq is unquestionably a very difficult environment at the
monent. That reticence of neighbors to becone engaged is one part the
unappeal i ng character of the conflict, one part the expectation that they are
going to have to make accommodati on wi th whatever energes in Baghdad and in
Irag, nore broadly. They don't believe they have a great deal of ability to

i nfluence that situation. They worry that they will become tainted by
attenpting to intervene on behalf of one of the factions or parties or groups
or another. It is a situation that, if we could roll the clock back decades

rather than a few years, one could inagi ne things evolving differently. But
we're working with the situation sort of as it is.

SEN. WH TEHCQUSE: Thanks, M. Chairman
SEN. ROCKEFELLER: Thank you, Senator. Senator Snowe.

SENATOR OLYMPI A J. SNOAE (R-ME): Thank you, M. Chairman. And | want
to thank the panel as well. Cbviously, with the departure of Director
Negroponte, it’'s raised a nunber of questions about the true extent of the
authority of the DNI. And it is deeply troubling that obviously we not only
have the departure of Director Negroponte, but also the deputy. It was a
| ong-standi ng vacancy at a time in which we're trying to ground this
departnent in gathering intelligence and centralizing and consolidating
intelligence authority. | know that Ambassador Kennedy, you recently stated
that DOD and the DNI had been able to resolve any differences and that DN
has not had to surrender any authority. But yet, when you | ook at the
statute itself — and obviously that was one of the central questions during
the course of this debate in the creation of this departnment is to what
extent the DNI woul d have concentrated authority overseeing the 16
intelligence agenci es’ budget.

Now, the |language in the statute is he has the authority to determ ne
t he budget authority. And yet, as we know, DOD adm nisters 85 percent of the
budget and the personnel wi thin those agencies. Do you think that, first,
the statute now should be changed? | nean, because the perception in all of
the comments, if you read a nunber of articles, it's clear that the
perception is that the director really has very anbi guous authority. And
given that it's essential for anybody who is sitting atop a | arge agency as
the DNI is has to have that authority or literally has no control. And so, |
think that's one of the issues that we have to grapple with. | nean, you
know, certainly, the question about the director’s departure could be centra
to the issue that he | acked that authority. And we have to get to the heart
of that question. Now, sone might say it’'s premature to address any
statutory changes, but sooner rather than later if we're going to get this
right.

MR, KENNEDY: Senator, | believe that in terns of the authority of the
Director of National Intelligence to determ ne the budget, he has that
authority and he has exercised it. |If | mght take a second, we receive what

is called the | PBS — the budget request fromthe 16 agencies. That's the
anal ysis of those prograns is run by people who work for me in conjunction
with representatives fromanalysis, collection, requirenments, science &
technol ogy, the C O everyone. W scrub those budgets. Then they cone to
ne; | make a reconmendation to nyself, in effect, consult with the other
deputies, and then take that package and sit down with the director and say,
this is what | believe should be allocated to the agencies on the basis of
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what they have requested. Cut this; add here; shift that. The director then
makes that determ nation and that goes over to OVB, and then it goes into the
President’s budget. It is submitted to the Congress, and after you nmake the
aut hori zati on and appropriation decisions that you nake, the noney then cones
back to the DNI, and we issue what are called advisive (sp) allotnents. W
say to agency X, you are hereby on the basis of congressional action given
$50. And we put footnotes if there is any doubt on that advisive allotnent
that says, spend $35 on this, $10 on this, et cetera, et cetera. And those
footnotes carry the force of law — the Anti-Deficiency Act.

So the analysis is done within the ODNI; the director nakes the
deci sion; and the way we've set up the process, the agencies follow that
deci sion. They have foll owed those decisions at the end of "05, 06 — we're
now in '07 — because a, they respect the process, but b, you have given us
sufficient force of law to ensure that they have to, should they not want to.

SEN. SNOWE: So you think that the common perception about the | ack of
authority is not real and that in actuality, that it works and in practice,
it works?

MR, KENNEDY: There are sonme mnor tweaks that we will be submtting in
the ' 08 discussions, but in the area of the budget, | believe we have an
absolutely solid foundation and it doesn’'t natter whether the agency involved
in the 16 is in another cabinet agency or not. The process that you have
given to us enables us to be solid and nake those determ nati ons and see that
t hey are executed

SEN. SNOWNE: And that was true in the preparation of the '08 budget?
nean, were there any chal |l enges there?

MR, KENNEDY: There were |ots of challenges, but not challenges from
the — there are obviously, any budget preparation process has an el ement of
triage init. You wanted perfect security, you d never get there because the
cost curve would go vertical. So we make decisions, but we believe that
there will be sufficient funds in the President’s budget that you wl|l
receive on the 5'" of February to meet our national needs, and we believe al so
that we will present to you an all ocation spread across the 16 agenci es that
is the best decision that the director can cone to.

SEN. SNOWE: So you think he has considerable authority then?
MR KENNEDY: Yes, ma’am | do.

SEN. SNOWE: Well, you know, it’'s troubling then, because | think that
there seens to be a gap at least in perception in terns of whether or not the
DNl does have real authority. And you know, | think that is a real question
because | think ultimately it underm nes the departnment in terns of naking
sure that it does have that authority to do what it is required to do and
what it has been asked to do.

MR, KENNEDY: The only other exanple, Senator, that | could offer in
this regard is that if you had been party to the internal deliberations
within the ODNI, you woul d have seen the DNI's decisions to nmove funds from
one agency to another, and nove funds froma programw thin one agency to
anot her programw thin that agency. And those decisions of the DNI were
sust ai ned and those decisions will be before you on February 5'"
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SEN. SNOWNE: Well, | guess also it’s a question of whether or not it
works well in one instance; it may not work well in another instance, because
you don’t have the grounding in statute in ternms of a clear and concise
aut hority.

MR, KENNEDY: | believe we did the same thing in FYO7 and we did al nost
the sane thing in FY0O6, which is the first budget that DNl had any
responsibility for. And so, we now have a track record of '06, '07, and now
t he subm ssion to you, Senator, of ’'08

SEN. SNOWE: And how has the bal ance occurred between the mlitary and
strategic requirenents in terns of intelligence? Has it shifted from
tactical to strategic or nore to tactical rather than strategic?

MR KENNEDY: | believe that — and | can ask ny col |l eagues for
assistance on this — that in the National Intelligence Budget — the NIB — as
opposed to the Mlitary Intelligence Budget — the MB — which is under DOD,
but which we play an advisory role on that the focus of the NIB is solidly on
the national and the strategic, and the focus on the MB is on the tacti cal

SEN. SNOWNE: So you're confortable with the bal ance?

M5. GRAHAM  Senator, one of the pieces of putting ourselves through
havi ng the agencies develop with us, the capabilities — the intelligence
capabilities that the nation needs froma collection point of view — when you
| ook at those capabilities and how you array them things |like you want your
systens to be survivable perhaps. You want your systens to provide you
persistence. You want your systens to provide you with | eadership. There
are strategic, |eadership, persistence, survivable, and there are tactical
So when Anbassador Kennedy described that basis, the way | would describe it
isinthe NIB, in |looking at the capabilities across the NIB, you find the
strategi c capabilities, which nmay be the sanme as the tactical capabilities.
But the spending in the MB on tactical capabilities, for exanple, urban
things that they have to do in Baghdad — that they are doing in Baghdad today
to find and fix — those are nore in the tactical. But some of those sane
systens are using sonme of the same things that you use in your strategic
syst ens.

SEN. SNOVWE: Thank you, M. Chairman. Thank you

SEN. ROCKEFELLER: Thank you, Senator Snowe. Anbassador Kennedy, |’'m
going to pick a bone with you. And | think this is not uninportant, because
it gets to the very relationship of the way the congressional branch of
governnent and the executive branch of government talk with each other. W

have to be candid and forthright. | asked you about an absence in M chae
Hayden' s position when he took over the CIA.  You indicated that Genera
Burgess was filling in on that and that everything was okay. | receded into

a state of tenporary satisfaction until my chief of staff |aunched at ny
chair and pointed out sonme very inmportant things, which | think you need to
think about in terns of the way you and | talk in the future.

Nurmber one is that he had two jobs. He was acting Director of
Intelligence. He was al so responsible — he was the Deputy Director for
requi renents. So he was being asked to do two jobs at once. You did not
tell me that. No, I'’mnot finished.
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And then, he ended his one job — two jobs — whatever you want — two
weeks ago. So ny question stands. You cannot tell ne in sonething as
i nportant as what we are responsible for froman oversight position that
everything was just fine when in fact it wasn’t. You can say he was a super-
person and therefore could do the two jobs at once. But |I'mnot inclined to
believe that. So now, | want you to correct the record for ne and tell ne
whet her there has been a deputy in CGeneral Hayden's position. There
certainly has not been for the last two weeks, and there certainly was not -
in ny judgment — for the previous period of time. And those were very, very
important tines at which Iran and all kinds of things reared their head.

MR, KENNEDY: Absolutely, Senator. And | apol ogi ze for sonething
didn't add. During the period of time that General Burgess was acting as the
princi pal Deputy Director of National Intelligence, he stepped out of his job
as the Deputy Director for requirenents, and M. Mark Ew ng stepped into his

job as the acting Director of Requirenments. And so, | apologize for failing
to add that to the point in nmy presentation, sir. | apologize for |eaving
that off.

But, General Burgess was not occupying and doing the two jobs at the
sane time. He was filling in. He noved out of his office — literally,
physically noved out of his office as the Deputy Director for requirements -
and noved into the principal deputy's office — a different office adjacent to
Di rector Negroponte’s.

SEN. ROCKEFELLER: | will give you an advantage on facts. | wll not
give you an advantage on the principle of discourse between the executive
branch and the congressional branch

MR, KENNEDY: Again, | apologize for any m sstatenment | may have nade,
but | thought | was honestly trying to outline that General Burgess had
shifted and had taken over as the acting deputy.

SEN. ROCKEFELLER: But you didn't.

MR, KENNEDY: For the President’s designation.

SEN. ROCKEFELLER: But you didn't.

MR, KENNEDY: | apol ogi ze.

SEN. ROCKEFELLER: Who is deputy now?

MR, KENNEDY: The job is vacant because the Vacancies Act tine has
expired, as | indicated.

SEN. ROCKEFELLER: And then you referred obliquely to — not tensions
but discussions. And all of that interests ne. Al |I'’msaying is that when
you and | converse, let it be open; let it be forthright; and let it be
accurate. Qur business is intelligence. Yours is intelligence. So let’'s at
| east us deal with each other fairly.

Vice Chairman Bond has a natter
SEN. BOND: Just a couple of quick ones. | don't believe |I recal

getting a response to ny question whether the IC has any auditabl e statenent.
I's there any auditable statenent in any entity in the |C?
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MR. KENNEDY: Senator, there is no auditabl e statenent w thout

exception. Two agenci es have achi eved auditable financial — have presented
audi tabl e financial statenents. However, exceptions were taken in the area
of plants and equiprment — i.e. inventories.

SEN. BOND: What were the two that nmade the hurdl e?
MR, KENNEDY: Can | provide that to you offline, sir?

SEN. BOND: Yes, provide that to us. And when are you going to get the
rest of them controlled?

MR, KENNEDY: For the |last year, we have been working with DOD and with
OB on this. W have a very difficult problemthat we're facing in that the
majority of the funding for several of these agencies runs through the
Departnment of Defense and the Defense finance and accounting system The
Def ense finance and accounting system does not have an auditable financia
statenent, which is beyond the control of the Intelligence Comunity, and
until we are able to achieve changes in that relationship, we are going to
have a problem So | have conmi ssioned a team conposed of the deputy chi ef
financial officer, and he is working with representatives from OvD and from
t he Departnent of Defense to find out how we can resol ve those problens so
that the agencies who are all working independently with us so that they can
have their individual finance statenents were able to reconcile things such
as funds bal ances at Treasury and others to nmake this happen

SEN. BOND: | have had discussions with Admiral MConnell (ph) about
establishing strong CFO positions and devel oping a career track for people
within the ICwith a strong financi al managenent background, and we | ook
forward to following up with you. The other thing | would add, follow ng on
a discussion that Senator Feinstein had with you before we were here, the
9/ 11 Conmi ssion pointed out that there was a | ack of coordination or
i nvol venent by the Intelligence Authorizing Committee in the Appropriations
process. Senators Feinstein, Mkulski, and | serve on the Defense
Appropriations Subcommttee. W have presented proposals to ensure that this
comittee can have sonme neani ngful input to that appropriations comttee,
which | hope will satisfy — will satisfy the goals of the 9/11 Conm ssi on,

t hough maybe not perhaps the precise structure.

So we will ook forward to working with you to the fullest extent
possi bl e on the budgetary issues because one way or the other, we are going
to be deeply — at | east sone of us are going to be deeply involved in the
appropriations process.

MR KENNEDY: |If | might, M. Vice Chairman, | can assure you that on
February 5'" that we deliver to this conmittee a conplete set of the
cl assified congressional budget justification documents —

SEN. BOND: And when you are asked -

MR, KENNEDY: |If | have to do it personally.

SEN. BOND: — and when you are asked for further information, | hope you

will — we will share that with my commttee and the (SACD ?), and simlarly,
if we ask for sonething, | would assunme you woul d keep both comittees fully
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i nvolved as if both of us have an interest in the budgetary decisions which
we do.

MR, KENNEDY: | and ny staff are at your disposal on any budgetary
guestion at any time.

SEN. BOND: Thank you, sir, and thank you, M. Chairnman

SEN. ROCKEFELLER: And | thank you, M. Vice Chairman, and | wll have
one nore question

Shoul d sonething arise of a noderately inportant level in the field of
intelligence, howwould it get handled? There is no acting director.

MR KENNEDY: | believe, Senator, that it would cone to one of the four
deputies for collection, analysis, requirenents or nanagenent, and we woul d
take that — or the CIO And we would take that matter if we could not
resolve it ourselves since we do handl e | arge nunbers of issues every day
with the agencies, we would i nmediately take that matter to the Director of
National Intelligence, sir.

SEN. ROCKEFELLER: And when woul d you expect that person to be naned?

MR, KENNEDY: Senator, | can't speculate on that. | am assum ng that,
subject to the will of the Senate, that is sonething that Admiral MConnel
will be taking up imediately. But | can only surmse. | can't give you a

cl ear answer because -

SEN. ROCKEFELLER: | know, in the neantine, Ms. Graham we are
dependi ng upon you?

M5. GRAHAM  Senator, can | — | knowthis isn't going to scratch the
itch, but can | give you a little bit of the inside baseball of how we have
been working for the past 21 nonths?

SEN. ROCKEFELLER: | amvery good at inside baseball, and so is Kit
Bond.

M5. GRAHAM  All right, when we -
SEN. ROCKEFELLER (?): Qurs was a little better than the Braves.

M5. GRAHAM  (Chuckles.) Well, you have got a Yankees fan here, so I'm
sorry.

When we stood up in May of '05, and the four of us arrived, you will
recall that the anbassador and General Hayden were downtown in the new
executive office building. The other four of us were out then at Langl ey.
And one of the things that we had started then that we — with the
anbassador’s full encouragenent, was a neeting on a daily basis. So ny other
hal f doesn’t work in the governnent; he works in corporate Anerica

Thi nk of us, the four of us, on a daily basis, with the acting PDDNl or
the PDDNI, and the anbassador acting as a corporate team And every norning
still, we sit down, and we wal k through the issues — now, your point about
there not being a principal deputy, | certainly don't quarrel with. But the
nmanagenent of the Intelligence Community | don’t think has been | acking
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because of the structure that the anbassador put in place in those very early
days, whether it be speaking, whether it be participating in the job that we
are here to do, whether it be participating in deputies comittee nmeetings on

any given issue that inpacts intelligence. 1It’s not perfect, but | think —
and Il speak for nyself — 1 think it has worked in the managenent of the
comuni ty.

Tom

MR FINGAR. | would absolutely agree with that, that we are al
general I y know edgeabl e about one another’s working, but even nore
inmportantly, | think we have grown to have absolute trust in one another’s
judgnent, and if | hand sonmething off to one of ny colleagues, | don't worry
about it being done properly. It will be done properly.

SEN. ROCKEFELLER: 1'Il leave it at that. Thank you very nuch. The

hearing is adjourned.

(END OF OPEN SESSI ON)
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